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BANK OF LINCOLN COUNTY 
p.a I~OX 77A 

PAYETTEVTLLE, TENNESSEE 37334 
MAIN OFfiCE 9:31-433-170A 

PARI( CITY 931-433-5188 
WEST COLLEGE 931-433-2671 

July 28, 2008 

Gary K, Van Meter 
Deputy Director 
Office orRegulHtory Policy 

Dear Sir: 

1am writing to oppose the FCA's "Rural Community Investments" proDosH!. This 
proposal is misguided find J urge you to discard il immediately, At irs core, the PCA 
proposal allows FCS lender.s to make currently illegl'\lloans irlhey flr~ r~lobelcJ as 
investments, The FC A is making a dltbious claim 10 suggest FCS I~nders h:Jv~ bro:Jd
bused authority under the Farm Credit Act to make almost any type of "investment" if 
npproved by rCA. The «(lllllllOn S~I1SC' Implication of this is chat FCA is s~lying the ACr's 
statutory construints have no real limits bt:cOtuse the FCA will deem illegal lo~ns to bl:: 
"investments" if the paper work is in order. This makes actions by the regul::lt.or 

paramount and actions by the COIl~ress of lillk [0 IlO illlDortunce. 

This proposal is not based on any action by Congr~ss to pllSS ~xp3nded powers lor the 
FCS. In fact, Congress r~jecred ~fforts by the System to gain expanded powers during 
the debate on the 2008 Farm Bill. Now the FCA has wllited until the Farm Bill was 
complete to introduce yet l1nother expl1nsion proposDI und one even bronder chan whflt 
Congress r~ject~d. This is L\ direct an'rom to Congress's decision not to eXDond FCS 
powers. The proposal has no shUutory basis and FCA'S cJoims it hos broad authority for 
this proposal is untrue and self-serving. 

It is uoublin~ that rCA would, thJOlI~h this proposal, encourage res [0 ~hift its 
finuncing activities A WAY frolll farmers Ilnd ranchers. FCA claims the purposes would 
be for "mission related" investments. Yet, I~'CS lenckrs lllr~udy ndveni~e otherwise 
through the pi 101 programs now in ex istenc~ that such li nancing would i 11(:1 ude non.. 
agricultutLIl purpo~es: light mnnufacturing, non-agricu)tl1r~1 blJsine~ses. Illulli-rumily 
housing (by cOlltrast, the Act limits FCS housing fin<sncl: to single-rumily residential 
mortgages in [Owns under 2,500), roud graders, Illanufactur jn~ 1~Ic.i lilies, rescllurillHs, 
commercial buildings, manulaclllr~rs ormililary equipment nnd for many other plirposes, 
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These are not "mission-relilted" investlnenls and it is duplicitous lor FCA and the FCS to 
suggest they are. Furthermore, simply ::;tatin~ these tinancial arr:\ng~ments would not be 
lonn:>, does not mean they wouldn't be.. Many of the$~ so-~nllecl "i nvestmenls ll wou Id be 
non-publicly traded. privately negotiated crc:dit deals between fCS lenders and 
commercio.l businesses that would reploce loons mnde by commercinl bnnks. 

FCA CUll point to no congressional history that suggests Congress envisioned FCA 
interpreting its basic, boiler-plate investment nuthority to be a tool to develop m£\ssive 
new non-agricultural :linancing programs. FCA's investment. authority was clearly 
intended ro allow FeS lenders to manag~ day to day financial transactions lO ensure they 
hove the necessnryliquidity to continue making louns to farmers and rDnchers. FCA's 
effort to transform their basic investment authorities inm 0 V(lst new /in(tncin~ dOlllflin is 
unreasonable and lowlly lucking in merit. 

The FCS, as a GSE, should not allow FCS lend~rs to take the hard eamed capital of 
fllImers and invest these funds into venture capital nrllls and high risk velHures. I am 
very troubled with allowing FCS lenders - GSE institutions -to engnge in the mixing of 
banking and commerce. Our nution hus a long history of prohibiting the mixing of 
banking a.nd commerc~ due to its many conllicls, Furthermore, when Congress 
lluthoriled equity investments through RBICs, it was very limited lluthority - Congress 
did not authorize 150% of surplus as proposed by FCA. 

It is quite ill-considered that FCA uses the broadest possible definition of"rllral" for 
these illegal FCS investments. FCA stat~s in the proposal's explun£ltioll thot investments 
would be made in areas with a 50,000 population limit. But this is far beyond what 
Congress has authorized in various other sections of the Fnrm Credit Act. Unbelievobly, 
FCA has no llcnlRI population limit in the ttxt of the reglliarion and would allow the 
figure the agency itseJfrefemnces ro grow based not on public policy d~cisions bul on 
future Census determinntions. 

FCA's categorizotion of rural al$o defeut:> the proposul's stated intent, to bring capiflll to 

struggling ruml communities in ligh[ly populated areas. FCA later contradicts itselfro 
suggest FCS lenders need 10 exten<1 creclit in more densely populated areas to be 
successful. This proves thllt FCS would simply cherry pick tbe best credits that are 
.aJready b~ing ml\cle by comlllercial banks. There is abundant credil available in cities of 
under 50,000 people. There would be very little if any new net econom ic gain from 
FCA's proposal. There would only be D crowding out of commercial bonks to a GSE that 
has govemment tax nnd funding advantages. 

I Illso take issue with the misleading rhetoric rCA uses tn jusrify irs decisions and to 
suggest FCS institutions ure not privileged. For ex.ample, bunkers pay for rheir deposit 
insurance fund while FCS lenders huve implicit (proven explicit) government guarantees 
ugoinst fnilure. Banks can and do fail nnd are not bailed out by [he depo~it insurance 
fund, only their depositors arc protec[ed. lip lo the deposit insurance levels. Regflrding 
taxes, many banks (Lre not Sub S banks and pay much hi~her corporate taxes than FCS. 
Further, Sub S banks have muny constraints including a limited number ofstockholdel's 
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(IOO) and many other restrictions. FCS institutions can grow retllined earnings tax free 
and hllve many federal, state. and local lax exemptions. Yet, FeA has not suggested it 
will impose these constroints foc·ed by banks lipan FCS lenders. 

FeA's proposal is unfHir und detriment~i1 to ruml Americlll1nd will clisplo.c~ many 
community banks. FCA should be embulTa,$,Sed for bowing lo the FCS's demands in 
such a disingenuolls and inappropriate munner. This proposal needs to be given the death 
sentence. 

Sincerely. iJ _ 
~~/YIhd/'

K~t~y M. g(Wlch . 
VP & Cashier 


